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may not be used against him in any criminal proceed-

ing, except testimony given in any hearing on objec-

tions to discharge. With that exception, section 7a(10) 

amounts to a blanket grant of use immunity to all 

debtors. Immunity for other witnesses in bankruptcy 

courts today is governed by part V of title 18. 

The consequences of a claim of privileges by a debtor 

under proposed law and under current law differ as 

well. Under section 14c(6) of current law [section 

32(c)(6) of former title 11], any refusal to answer a ma-

terial question approved by the court will result in the 

denial of a discharge, even if the refusal is based on the 

privilege against self incrimination. Thus, the debtor is 

confronted with the choice between losing his dis-

charge and opening himself up to possible criminal 

prosecution. 

Under section 727(a)(6) of the proposed title 11, a debt-

or is only denied a discharge if he refuses to testify 

after having been granted immunity. If the debtor 

claims the privilege and the U. S. attorney does not re-

quest immunity from the district courts, then the debt-

or may refuse to testify and still retain his right to a 

discharge. It removes the Scylla and Charibdis choice 

for debtors that exists under the Bankruptcy Act 

[former title 11]. 

§ 345. Money of estates 

(a) A trustee in a case under this title may 

make such deposit or investment of the money 

of the estate for which such trustee serves as 

will yield the maximum reasonable net return 

on such money, taking into account the safety 

of such deposit or investment. 

(b) Except with respect to a deposit or invest-

ment that is insured or guaranteed by the 

United States or by a department, agency, or in-

strumentality of the United States or backed by 

the full faith and credit of the United States, 

the trustee shall require from an entity with 

which such money is deposited or invested— 

(1) a bond— 

(A) in favor of the United States; 

(B) secured by the undertaking of a cor-

porate surety approved by the United States 

trustee for the district in which the case is 

pending; and 

(C) conditioned on— 

(i) a proper accounting for all money so 

deposited or invested and for any return on 

such money; 

(ii) prompt repayment of such money 

and return; and 

(iii) faithful performance of duties as a 

depository; or 

(2) the deposit of securities of the kind speci-

fied in section 9303 of title 31; 

unless the court for cause orders otherwise. 

(c) An entity with which such moneys are de-

posited or invested is authorized to deposit or 

invest such moneys as may be required under 

this section. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2565; Pub. L. 

97–258, § 3(c), Sept. 13, 1982, 96 Stat. 1064; Pub. L. 

98–353, title III, § 437, July 10, 1984, 98 Stat. 370; 

Pub. L. 99–554, title II, § 214, Oct. 27, 1986, 100 

Stat. 3099; Pub. L. 103–394, title II, § 210, Oct. 22, 

1994, 108 Stat. 4125.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 

The House amendment moves section 345(c) of the 

House bill to chapter 15 as part of the pilot program for 

the U.S. trustees. The bond required by section 345(b) 

may be a blanket bond posted by the financial deposi-

tory sufficient to cover deposits by trustees in several 

cases, as is done under current law. 

SENATE REPORT NO. 95–989 

This section is a significant departure from section 61 

of the Bankruptcy Act [section 101 of former title 11]. 

It permits a trustee in a bankruptcy case to make such 

deposit of investment of the money of the estate for 

which he serves as will yield the maximum reasonable 

net return on the money, taking into account the safe-

ty of such deposit or investment. Under current law, 

the trustee is permitted to deposit money only with 

banking institutions. Thus, the trustee is generally un-

able to secure a high rate of return on money of estates 

pending distribution, to the detriment of creditors. 

Under this section, the trustee may make deposits in 

savings and loans, may purchase government bonds, or 

make such other deposit or investment as is appro-

priate. Under proposed 11 U.S.C. 541(a)(6), and except as 

provided in subsection (c) of this section, any interest 

or gain realized on the deposit or investment of funds 

under this section will become property of the estate, 

and will thus enhance the recovery of creditors. 

In order to protect the creditors, subsection (b) re-

quires certain precautions against loss of the money so 

deposited or invested. The trustee must require from a 

person with which he deposits or invests money of an 

estate a bond in favor of the United States secured by 

approved corporate surety and conditioned on a proper 

accounting for all money deposited or invested and for 

any return on such money. Alternately, the trustee 

may require the deposit of securities of the kind speci-

fied in section 15 of title 6 of the United States Code [31 

U.S.C. 9303], which governs the posting of security by 

banks that receive public moneys on deposit. These 

bonding requirements do not apply to deposits or in-

vestments that are insured or guaranteed the United 

States or a department, agency, or instrumentality of 

the United States, or that are backed by the full faith 

and credit of the United States. 

These provisions do not address the question of ag-

gregation of funds by a private chapter 13 trustee and 

are not to be construed as excluding such possibility. 

The Rules of Bankruptcy Procedure may provide for 

aggregation under appropriate circumstances and ade-

quate safeguards in cases where there is a significant 

need, such as in districts in which there is a standing 

chapter 13 trustee. In such case, the interest or return 

on the funds would help defray the cost of administer-

ing the cases in which the standing trustee serves. 

AMENDMENTS 

1994—Subsec. (b). Pub. L. 103–394 substituted semi-

colon for period at end of par. (2) and inserted conclud-

ing provisions after par. (2). 

1986—Subsec. (b). Pub. L. 99–554 amended subsec. (b) 

generally, substituting ‘‘approved by the United States 

trustee for the district’’ for ‘‘approved by the court for 

the district’’ in par. (1)(B). 

1984—Subsec. (c). Pub. L. 98–353 added subsec. (c). 

1982—Subsec. (b)(2). Pub. L. 97–258 substituted ‘‘sec-

tion 9303 of title 31’’ for ‘‘section 15 of title 6’’. 

EFFECTIVE DATE OF 1994 AMENDMENT 

Amendment by Pub. L. 103–394 effective Oct. 22, 1994, 

and not applicable with respect to cases commenced 

under this title before Oct. 22, 1994, see section 702 of 

Pub. L. 103–394, set out as a note under section 101 of 

this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Effective date and applicability of amendment by 

Pub. L. 99–554 dependent upon the judicial district in-

volved, see section 302(d), (e) of Pub. L. 99–554, set out 

as a note under section 581 of Title 28, Judiciary and 

Judicial Procedure. 
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EFFECTIVE DATE OF 1984 AMENDMENT 

Amendment by Pub. L. 98–353 effective with respect 

to cases filed 90 days after July 10, 1984, see section 

552(a) of Pub. L. 98–353, set out as a note under section 

101 of this title. 

§ 346. Special provisions related to the treatment 
of State and local taxes 

(a) Whenever the Internal Revenue Code of 

1986 provides that a separate taxable estate or 

entity is created in a case concerning a debtor 

under this title, and the income, gain, loss, de-

ductions, and credits of such estate shall be 

taxed to or claimed by the estate, a separate 

taxable estate is also created for purposes of any 

State and local law imposing a tax on or meas-

ured by income and such income, gain, loss, de-

ductions, and credits shall be taxed to or 

claimed by the estate and may not be taxed to 

or claimed by the debtor. The preceding sen-

tence shall not apply if the case is dismissed. 

The trustee shall make tax returns of income re-

quired under any such State or local law. 
(b) Whenever the Internal Revenue Code of 

1986 provides that no separate taxable estate 

shall be created in a case concerning a debtor 

under this title, and the income, gain, loss, de-

ductions, and credits of an estate shall be taxed 

to or claimed by the debtor, such income, gain, 

loss, deductions, and credits shall be taxed to or 

claimed by the debtor under a State or local law 

imposing a tax on or measured by income and 

may not be taxed to or claimed by the estate. 

The trustee shall make such tax returns of in-

come of corporations and of partnerships as are 

required under any State or local law, but with 

respect to partnerships, shall make such returns 

only to the extent such returns are also required 

to be made under such Code. The estate shall be 

liable for any tax imposed on such corporation 

or partnership, but not for any tax imposed on 

partners or members. 
(c) With respect to a partnership or any entity 

treated as a partnership under a State or local 

law imposing a tax on or measured by income 

that is a debtor in a case under this title, any 

gain or loss resulting from a distribution of 

property from such partnership, or any distribu-

tive share of any income, gain, loss, deduction, 

or credit of a partner or member that is distrib-

uted, or considered distributed, from such part-

nership, after the commencement of the case, is 

gain, loss, income, deduction, or credit, as the 

case may be, of the partner or member, and if 

such partner or member is a debtor in a case 

under this title, shall be subject to tax in ac-

cordance with subsection (a) or (b). 
(d) For purposes of any State or local law im-

posing a tax on or measured by income, the tax-

able period of a debtor in a case under this title 

shall terminate only if and to the extent that 

the taxable period of such debtor terminates 

under the Internal Revenue Code of 1986. 
(e) The estate in any case described in sub-

section (a) shall use the same accounting meth-

od as the debtor used immediately before the 

commencement of the case, if such method of 

accounting complies with applicable nonbank-

ruptcy tax law. 
(f) For purposes of any State or local law im-

posing a tax on or measured by income, a trans-

fer of property from the debtor to the estate or 
from the estate to the debtor shall not be treat-
ed as a disposition for purposes of any provision 
assigning tax consequences to a disposition, ex-
cept to the extent that such transfer is treated 
as a disposition under the Internal Revenue 
Code of 1986. 

(g) Whenever a tax is imposed pursuant to a 
State or local law imposing a tax on or meas-
ured by income pursuant to subsection (a) or (b), 
such tax shall be imposed at rates generally ap-
plicable to the same types of entities under such 
State or local law. 

(h) The trustee shall withhold from any pay-
ment of claims for wages, salaries, commissions, 
dividends, interest, or other payments, or col-
lect, any amount required to be withheld or col-
lected under applicable State or local tax law, 
and shall pay such withheld or collected amount 
to the appropriate governmental unit at the 
time and in the manner required by such tax 
law, and with the same priority as the claim 
from which such amount was withheld or col-
lected was paid. 

(i)(1) To the extent that any State or local law 
imposing a tax on or measured by income pro-
vides for the carryover of any tax attribute from 
one taxable period to a subsequent taxable pe-
riod, the estate shall succeed to such tax at-
tribute in any case in which such estate is sub-
ject to tax under subsection (a). 

(2) After such a case is closed or dismissed, the 
debtor shall succeed to any tax attribute to 
which the estate succeeded under paragraph (1) 

to the extent consistent with the Internal Reve-

nue Code of 1986. 
(3) The estate may carry back any loss or tax 

attribute to a taxable period of the debtor that 

ended before the date of the order for relief 

under this title to the extent that— 
(A) applicable State or local tax law pro-

vides for a carryback in the case of the debtor; 

and 
(B) the same or a similar tax attribute may 

be carried back by the estate to such a taxable 

period of the debtor under the Internal Reve-

nue Code of 1986. 

(j)(1) For purposes of any State or local law 

imposing a tax on or measured by income, in-

come is not realized by the estate, the debtor, or 

a successor to the debtor by reason of discharge 

of indebtedness in a case under this title, except 

to the extent, if any, that such income is subject 

to tax under the Internal Revenue Code of 1986. 
(2) Whenever the Internal Revenue Code of 1986 

provides that the amount excluded from gross 

income in respect of the discharge of indebted-

ness in a case under this title shall be applied to 

reduce the tax attributes of the debtor or the es-

tate, a similar reduction shall be made under 

any State or local law imposing a tax on or 

measured by income to the extent such State or 

local law recognizes such attributes. Such State 

or local law may also provide for the reduction 

of other attributes to the extent that the full 

amount of income from the discharge of indebt-

edness has not been applied. 
(k)(1) Except as provided in this section and 

section 505, the time and manner of filing tax re-

turns and the items of income, gain, loss, deduc-

tion, and credit of any taxpayer shall be deter-

mined under applicable nonbankruptcy law. 
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